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General SBA Information 

 Independent agency of Federal Government 

Established to help small business start, 

grow, and succeed.  

We accomplish our core mission by focusing 

on: 

 Capital 

 Contracting 

 Counseling 



7(a) Guarantee Loans 

The agency’s “flagship” financing program 

Available from most commercial lenders 

SBA guaranties up to 85% of loan 

Mitigates risk to lender  

Facilitates otherwise unavailable financing 

 



Common 7(a) Loan Situations 

New Business 

Lack of Earnings history 

 Insufficient collateral 

Longer term than conventionally available 

Limited capital  

 Industry considerations 

 



7(a) Loan “Nuts and Bolts” 

Maximum loan amount 

 $5M, no minimum 

 Avg. loan = $370K 

Maximum guaranty = $4.5M 

Maximum interest rates  

 Prime + 2 ¼  to Prime + 2 ¾ 

 higher spreads for smaller loans 

Maturities up to 25 years 

SBA charges a guaranty fee (2%-3.5%) 

 



Uses of 7(a) Loans 

 

Term working capital, inventory, payables 

Lines of credit 

Equipment, tenant improvements, new or 

existing facilities 

Debt refinance, change of ownership 

About 1/4 of loans go to start-ups 

(businesses in operation 0-2 years) 
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7(a) Loan Eligibility 

 

Size 

Type of business 

Use of proceeds 

Character 

Credit elsewhere 

 



The SBA Loan Process 

 

Business makes application to bank 

Bank applies to SBA 

Bank closes and services the loan 

SBA pays guaranty in event of default 

Usually no interaction between SBA and 

borrower 

 



Quick Reference to Loan Guarantee Programs 



Quick Reference to Loan Guarantee Programs 



What Lenders Look For 

 

Capacity  

Cash Flow 

Character / Credit 

Contribution 

Collateral 

 



Capacity: Management Ability 

Experience 

 In the industry 

As a manager or owner 

 In that specific business 

Education 

Resume – Classes, Training, etc. 

Capable Management Team  

(staff & advisors) 

Action plan to get necessary skills 

 



Cash Flow for Start-up Business 

 New or less than two-years in business  

 Show that projected earnings can repay loan 

 What are your cash flow assumptions:  where did you 

get those numbers? 

 How?   
 Check Industry Trade Associations for your stats (National Restaurant 

Association, local chambers, other businesses in your field, etc.   

 Find your NAICS* code and check the RMA** Annual Statement Studies 

(*North American Industry Classification System; **Risk Management 

Association, formerly Robert Morris and Associates)  

 The “Sixth” C:  Customers …  
 demonstrate your market 



Cash Flow for Existing Business 

 

Historical cash flow / income statements 

Purchase of existing business: changes with 

new ownership 

Debt service to seller who finances some part 

of existing business purchase  

 



Character/Credit 

Payment history 

Personal and business credit history 

Bankruptcy and bad credit 

Criminal history (SBA Form 912) 

 May delay processing of loan 

 If married or separated 

 By regulation spouse must sign financials (in 

community property states) 

 



Contribution: Your Investment 

You must use some of your own money/cash 

 Indicator of stability, ownership commitment 

How much?   

 New business average 20-35%  

From where? 

 Borrowing from friends and family 

 Borrowing against personal assets 

 Other capital: seller financing or investors  

 



Collateral: Security for the Loan 

Collateral are the assets you may lose if your 

business fails 

SBA loans secured to the extent possible 

Lenders discount collateral value 

Lack of collateral does not preclude SBA 

financing 

 SBA guaranteed loans are generally more flexible, in 

situations where collateral is limited 

 



Other Financing Sources 

SBA Microloan Program 

 Business Impact Northwest (formerly CCD) 

 Ventures (Formerly Washington CASH) 

 Mercycorps NW 

Other Government Funded Programs 

 USDA 

 SBA Community Advantage 

Newer funding platforms 

 



Other Resources 

SCORE www.score.org  

SBDC Network www.wsbdc.org 

Women’s Business Centers 

 Seattle: (206) 324-4330 

 Lacey: Traci Hansen Thansen@thurstonedc.com 

(360) 754-6320 

 Spokane: Cara Weipert Weipert@snapwa.org  

 (509) 456-7106 x123 

 

http://www.score.org/
http://www.wsbdc.org/
mailto:Thansen@thurstonedc.com
mailto:Weipert@snapwa.org


Final Thoughts 

Be Prepared  
 Business plan/loan proposal 

 Be ready to discuss (with confidence) 

 Anticipate lender’s questions 

 Bring supporting documents 

 Personal/Business Tax Returns 

 Personal/Business Financial Statements. 

 Resume 

 Cost Documents 

 Executive Summary 

 Business Plan 



Questions? 

Mark Costello 

Small Business Administration 

Mark.costello@sba.gov  

(206) 553-7312 

 

mailto:Mark.costello@sba.gov

